


JUN 29 [840 


SERIES A ©cis 459574 








Copyright, 1940, by Tax Foundation, Inc., New Work, NY. 










JUNE 
1940 





E S 
Gi) > 
ra 








7 4 








“(3 


Yay 


Financial Aspects of the National Defense Program 


National defense appropriations and authoriza- 
tions at the present session of the Congress will 
amount to approximately $5 billion. An emergency 
revenue bill providing $1 billion has been approved 
by the House. A 10% reduction in certain other 
expenditures is being advocated to cover part of the 
additional costs of defense. 

National defense expenditures should be made 


future—have been a dominant factor in the budgets 
of all major participants in the War of 1914-1918. 
In the United States veterans pensions and benefits, debt 
service on indebtedness incurred for war purposes, and 
defense expenditures amounted to as much as four fifths 
of all federal expenditures in some years of the decade 
that ended in 1930. Because of the much higher level of 
expenditures for other purposes, the proportion of the total 
budget accounted for by national defense declined in the 
past decade, but it retained its status as a major item. 
The objective of this article is to consider some of the 
financial aspects of the defense program now being for- 
mulated. Data for defense expenditures in the past decade 
will be presented, together with pertinent data for earlier 
periods in which expenditures for this purpose showed 
rapid increases. 


iE THE PAST two decades, wars—past, present and 


THE CURRENT PROGRAM 


Appropriations for national defense at the present ses- 
sion of the Congress may amount to as much as §5 bil- 
lion. The pronounced change in the national defense 
picture becomes apparent when it is considered that the 
budget for the fiscal year ending June 30, 1941, as released 
in January, carried an estimate of $1,480 million for 
national defense and that this figure represented an increase 
of more than $300 million over the estimated total for the 
current fiscal year. 

At least three items must be taken into account in arriv- 


an integral part of the federal fiscal program and 
other expenditures adjusted accordingly. If maxi- 
mum results are to be obtained from our defense 
effort, state and local economy is also required. A 
saving in annual state and local costs of $1 billion 
is a valid immediate objective. This would ‘facilitate 
the financing of the defense program and ease the 
burden of additional defense costs. 


ing at an estimate of total defense appropriations at this 
session. The War Department Appropriation Bill carried 
a total of $1,823 million in the form approved by the 
Senate on May 22. The Navy Appropriation Bill approved 
by the same body on the following day carried total appro- 
priations of $1,474 million. This figure was later increased 
to $1,492 million. On May 31, the President in a special 
message requested supplemental appropriations of “over 
$1,000,000,000.” The Bureau of the Budget later placed 
this item at $1,278 million, including direct appropriations 
and authorizations, but the bill reported by the House 
Appropriations Committee on June 11 called for a total 
of $1,706 million. The total for these three items is $5,021 
million.? 

Future developments in connection with the national 
defense program will depend in part upon a number of 
contingencies, which are too well-known to require detailed 
comment. In planning the program the safest assumption 
at this time is that the world situation will for several 
years to come be such, that continued rapid expansion of 
our armaments will be required. In brief, the indicated 
total of approximately $5 billion for current appropriations 
and authorizations is best regarded as the amount required 
as a first step in strengthening our defenses to the point 
required by a changing international situation. 


*According to a dispatch from Washington dated June 11, the 
bill reported that day brought total defense appropriations and 
authorizations at this session of Congress to $5,194 million 
including some deficiency appropriations. The prospective total 
for the fiscal year 1941 was placed at $4,916 million. 
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On the basis of present indications, it is highly prob- 
able that an annual level of $5 billion for defense expen- 
ditures will not be reached until some months after July 
1, 1940, the beginning of the next fiscal year. This may 
mean that actual expenditures for the year will fall consid- 
erably below the level indicated by the estimates of appro- 
priations. The actual difference will, of course, depend on 
the extent to which monthly expenditures later in the 
fiscal year may exceed the monthly average necessary to 
bring the annual total to the level indicated. 


NATIONAL DEFENSE EXPENDITURES, 1928-1939 


National defense expenditures for the fiscal years 1928 
through 1939 are shown in Table 1. In this period 
defense expenditures exceeded $1 billion in 1938 and 
1939 only. The smallest total for the period was $540 
million, the total for 1934. This was the only year in the 
past decade in which expenditures for national defense 
were smaller than those for 1928, the first year included 
in the table. 


TABLE 1: NATIONAL DEFENSE EXPENDITURES, 
FIscAL YEARS 1928-1939 


Source: Annual Reports of the Secretary of the Treasury 
Computed by the Tax Foundation 


National Defense Expenditures| National Defense Expenditures 
as a Percentage of 


Amounts in 


Millions of Per Capita Federal National 

Fiscal Year Dollars in Dollars Expenditures Income 
1928 626 3.22 22.4 0.8 
1929 677 5.57 22.9 8 
1930 702 5.70 22.3 0.9 
1931 700 5.64 19.7 1.1 
1932 702 5.62 15.8 | | 
1933 666 5.30 17.6 1.6 
1934 540 4.26 9.1 L.2 
1935 710 5.37 10.2 1.5 
1936 912 7.10 10.6 5 
1937 935 7.23 11.5a 1.4 
1938 1,028 7.89 14.7a zS 
1939 1,163 8.93 13.6a 1.8 





a. In computing the percentages for 1937, 1938, and 1939, trans- 
fers to the old-age reserve account and the railroad retirement 
account were deducted from total federal expenditures. 


On a per capita basis, national defense expenditures 
varied between $4.26 for 1934 and $8.93 for 1939. For 
the five-year period, 1935 through 1939, national defense 
expenditures were equivalent to about 1.5% of the 
national income. The largest ratio was 1.8% for 1939. 


Comparison with Probable Level for 1941 


If expenditures for national defense should amount to 
approximately $5 billion for the fiscal year 1941, they 


will be equivalent to about $38 per capita.! They will be 
equal to almost 7% of the national income, assuming a 
level of about $75 billion for the 12 months ending June 
30, 1941. These figures are merely rough approximations, 
but they at least strongly suggest a defense burden of 
roughly four times that of recent years. 


DEFENSE EXPENDITURES IN EARLIER PERIODS 


The only parallel to the anticipated level of expenditures 
for national defense purposes is afforded by expenditures 
during the World War years. Expenditures during the 
Civil War period are also considered briefly in this section. 


National Defense Expenditures, 1916-1921 


In the period immediately preceding the declaration of 
war by the United States in April, 1917, national defense 
expenditures were at a much lower level than in recent 
years. The total expended for this purpose in the year 
ended June 30, 1916 was only $305 million. This figure 
was equal to $3.03 per capita and about 0.7% of the 
national income. The rapid expansion of defense expendi- 
tures in later years is shown in Table 2. In the peak year 
1919, national defense expenditures were almost $11 
billion, or about $105 per capita. In that year national 
defense expenditures accounted for 59.3% of all federal 
expenditures and they were equal to roughly 17% of 
the national income. It must be remembered that federal 
expenditures for 1919 and other war years included large 
loans or credits to other Allied Governments. If these 
were included in national defense expenditures, the ratios 
would be substantially higher. 


TABLE 2: NATIONAL DEFENSE EXPENDITURES, 
FISCAL YEARS 1916-1921 


Source: Annual Reports of the Secretary of the Treasury 
Computed by the Tax Foundation 


National Defense Expenditures| National Defense Expenditures 
as a Percentage of 


Amounts in 








Millions of Per Capita Federal National 

Fiscal Year Dollars in Dollars Expenditures Income 
1916 305 3.03 41.6 0.7 
1917 587 5:72 29.7 1.1 
1918 6,123 59.11 48.2 10.5 
1919 10,978 104.55 59.3 16.9 
1920 2,308 21.66 36.0 3.3 
1921 1,710 15.80 33.4 2.8 


National Defense Expenditures, 1861-1865 


In the Civil War years national defense expenditures 
barely reached a level as high as that for the fiscal year 


*Based on an estimated population of 132 million. 
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1939. A peak of $1,154 million for the War and Navy 
Departments combined was reached in 1865. Expenditures 


by years from 1861 to 1865 follow: 
National Defense 


Fiscal Expenditures 
Year Millions of Dollars 
1861 35 

1862 437 

1863 663 

1864 Vi it 

1865 1,154 


The combined expenditures for the five years were less 
than $3.1 billion, a figure which will be exceeded by 
peacetime expenditures for national defense in the single 
year 1941. 


FINANCING THE CURRENT PROGRAM 


It now appears that the current expansion in national 
defense activities will be financed only in part by addi- 
tional taxes. The tax program as first announced would 
provide additional revenues of $656 million annually. The 
bill passed by the House on June 11 would produce emer- 
gency revenues of $1,004 million. Increased rates and lower 
exemptions for income taxes and higher rates for a large 
number of excises will provide the additional funds. The 
same bill raises the debt limit from $45 billion to $49 
billion. 

It is widely believed that a large part, if not all, of 
the additional defense costs should be met by increased 
taxes. Two reasons are generally advanced in support of 
this view. First, future generations will have their own 
problems to solve and it is unfair to transfer debt burdens 
to the future on account of armaments that are required 
now. Second, the federal credit should be preserved for 
more serious emergencies that might develop. Regardless 
of the reasons that are stressed, prudence would seem to 
require that the burden of defense costs should not be 
spread over more than a few years. 


Reduction in Other Federal Expenditures 


Impounding 10% of federal appropriations for prac- 
tically all other purposes except interest on the public debt 
has been proposed by the President as a means of off- 
setting part of the extra defense costs. If this is done, the 
savings will probably not amount to much more than 
$500 million. This estimate is based on the 1941 budget 
submitted in January, which carried a total of $8,424 
million, exclusive of public debt retirements. Of this 
amount, national defense and interest accounted for $1,840 
million and $1,100 million, respectively. When transfers 
to trust accounts and tax refunds are also deducted, the 
adjusted total becomes $5,188 million. 


Fiscal Position, 1916 and Now 


Prior to our participation in the War of 1914-1918, the 
federal debt was not much more than $1 billion. Yet addi- 


tional requirements resulting from the war abroad were 
financed by increased taxation. The Revenue Act of 1916 
established higher income tax rates and also provided for 
an excise on munitions manufacturers. An estate tax and 
a capital stock tax were included in the same act. Early in 
1917 it was decided to create a special preparedness fund 
for military and naval purposes. The necessary revenues, 
which were to be derived from an excess profits tax and 
additional estate taxes, were provided by the Act of 
March 3, 1917. 

These measures are mentioned for the reason that they 
are indicative of fiscal policy just prior to our active par- 
ticipation in the war. Despite the impact of the war on 
customs receipts, the fiscal year 1916 showed a surplus 
that practically offset the deficit incurred in the preceding 
year. Although the United States did not declare war until 
April 6, 1917, total ordinary receipts for the year ended 
June 30 were more than 40% above those for the 
preceding year. ' 


TABLE 3: RECEIPTS AND EXPENDITURES OF THE FEDERAL 
GOVERNMENT, FISCAL YEARS 1914-1921 
Source: Annual Reports of the Secretary of the Treasury 
Computed by the Tax Foundation 


Ratio of Receipts 
to Expenditures 


Millions of Dollars 


Fiscal Year Receipts Expenditures Per Cent 
1914 735 735 100.0 
1915 698 761 91.7 
1916 783 734 106.7 
1917 1,124 1,978 56.2 
1918 3,665 12,697 28.9 
1919 5,132 18,515 27.8 
1920 6,695 6,403 104.6 
1921 5,625 5,116 109.9 





Table 3 shows the ordinary receipts and ordinary expen- 
ditures of the Federal Government for the fiscal years 
1914 through 1921, together with ratios of receipts to 
expenditures. Similar data for the fiscal years 1931 through 
1939 are shown in Table 4. Comparison of the ratios for 


TABLE 4: RECEIPTS AND EXPENDITURES OF THE FEDERAL 
GOVERNMENT, FIscAL YEARS 1931-19391 


Source: Annual Reports of the Secretary of the Treasury 
Computed by the Tax Foundation 









Millions of Dollars Ratio of Receipts 


to Expenditures 


Fiscal Year Receipts Expenditures Per Cent 
1931 3,098 3,560 87.0 
1932 1,905 4,434 43.0 
1933 2,009 3,793 53.0 
1934 3,052 5,947 51.3 
1935 3,724 6,933 53.7 
1936 4,062 8,611 47.2 
1937 5,238 8,386 62.5 
1938 6,142 7,526 81.6 
1939 5,500 9,142 61.3 


In compiling this table tax refunds were regarded as a deduc- 
tion from income rather than as an expenditure. Debt retirements 
were not included in expenditures. 
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1914-1916 with those for the last nine completed fiscal 
years strongly suggests the desirability of covering all or 
most of the additional defense costs from current revenues. 


THE PROBLEM OF FISCAL ADJUSTMENTS 


The proposed 10% reduction in certain federal expen- 
ditures would logically represent only a first step in 
effecting the fiscal and financial adjustments that our 
national defense effort requires. Indeed, it is perhaps best 
regarded as merely a stopgap, pending a more rational 
adjustment of federal expenditures to defense requirements. 
The basic objective should be to make these requirements 
an integral part of the entire federal fiscal program. Obvi- 
ously, this requires more than the suggested 10% adjust- 
ment. Other expenditures should be reduced wherever and 
whenever the rapid filling of the gaps in national defense 
will be facilitated. This should be the minimum objective. 

If adjustments and reductions in federal expenditures 
are made to the fullest extent, it will ensure that the addi- 
tional federal tax burden on the taxpayer will be held to 
the lowest level consistent with the rapid attainment of 
the desired improvement in national defense. Reserves of 
credit and taxing power, which would be of vital im- 
portance in the event of a more serious emergency, will 
be protected, if this course is followed. 


Economy Required at State and Local Levels 


Confronted as we are with an emergency that requires 
a diversion of additional billions for the purpose of creat- 
ing an adequate national defense, retrenchment in federal 
expenditures for other purposes is not alone sufficient. 
There are two other levels of government—state and local 
—that jointly have been spending as much as or more 
than the Federal Government. Economy in the operations 
of these governments is plainly called for, if maximum 
results are to be obtained from our national defense effort. 
Capital outlays should be held to a minimum and current 
operating costs should be pared wherever possible, with a 
view to offsetting some of the additional burdens that the 
financing of defense requirements entails. 

A saving of $1 billion in state and local costs would 
mean a percentage reduction of only 10% to 12%. It is 
by no means an impossible goal. The amount of $1 billion 
would probably be equivalent to roughly one third of 
additional or emergency defense costs for the first year. 

In the consideration of the financial phases of the 
defense problem, it should be kept in mind that our fiscal 
picture differs sharply from that of other principal nations. 
In each of the last three fiscal years expenditures of state 
and local governments exceeded federal expenditures. State 
and local tax collections were roughly 50% larger than 
federal collections. In the United Kingdom, on the other 
hand, local taxes or all taxes other than national amounted 


to one fifth or less of the combined total for the same 
years, while in France taxes other than national probably 
represented no more than one fourth of the combined 
total for all governments.! 

These figures for the United Kingdom and France did 
not result from arbitrary reductions in expenditures or 
changes in functions. Rather, the proportions indicated 
may be accepted as normal. They serve to emphasize the 
relatively greater importance of state and local finance in 
the United States. Far more important, however, the mere 
size of our state and local costs suggests the possibility of 
retrenchment as a means of offsetting part of the burden 
of additional defense costs. 


SIGNIFICANCE OF THE ECONOMY APPROACH 


The preceding analysis strongly suggests that a change 
of emphasis in federal spending and a retrenchment in 
state and local expenditures are essential first steps in 
planning the financing of our defense requirements. In the 
formulation of both the financial and industrial phases of 
the program, acceptance of any other premise would imply 
a willingness to accept less satisfactory results than the 
economy approach to the problem would ensure. It is es- 
sential that neither the financial angle nor the industrial 
angle of the problem be regarded as something additional 
to be superimposed upon existing or more or less normal 
requirements. Rather, the defense problem is one involving 
numerous adjustments within the financial and industrial 
spheres. This fact cannot be emphasized too strongly. 

If the requirements of the present situation were to be 
summed up in a few words, they would probably be— 
cooperation, coordination and integration. Needless to say, 
if a high degree of financial coordination and integration 
is achieved, it will go a long way toward guaranteeing 
the success of the industrial effort that is required. Econ- 
omy in other federal expenditures and in state and local 
expenditures represents the only logical course, if financing 
of the defense program is to become an integrated part 
of our fiscal system. 


How CAN EcONomy BE OBTAINED? 


At the federal level executive leadership will be a vital 
factor in determining the extent to which economies in 
other expenditures will be made effective. The proposed 
10% reduction in appropriations and the veto of a river 
and harbors appropriation bill on May 21 suggest that the 
desirability of economy is recognized. In vetoing the bill 
calling for appropriations of $110 million, the President 
stated that non-military activities of the War Department 
should give way to the need for military preparedness. 


*Figures for expenditures of all governments other than national 
are not available, but the proportion of the total would probably 
roughly compare with that for taxes. 
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Public support of vetoes such as this and of proposed 
reductions in other expenditures will, of course, be neces- 
sary, if maximum federal economies are to be achieved. 

Because of the multiplicity of governmental units, econ- 
omy at the state and local level is more difficult to achieve. 
Unity in purpose and action is difficult to obtain when 
there are thousands of executives. Under the circumstances, 
the automatic development of a strong retrenchment policy 
is not to be expected. The actual results at the state and 
local level will depend largely on what the public demands. 

Generally, the decisions of legislators and officials de- 
pend on their interpretation of the wishes of their con- 
stituents. A nation-wide economy program for the purpose 


of offsetting some of the burden of national defense can- 
not be expected, unless those called upon to pay the bills 
for public services make it known that, in their judgment, 
such a program represents the soundest approach in fin- 
ancing our emergency requirements. Only through action 
by individuals and organized groups can we make certain 
that the required retrenchments and financial adjustments 
will be made promptly. Fortunately, in this instance we 
can be doubly sure that economy in public expenditures 
for purposes other than national defense is in the national 
interest. 

Lewis H. KIMMEL 

Director of Research 


Tax Bills of American Cities 


A large number of cities in the United States 
include information concerning the distribution of 
property tax rates or levies on their tax bills. Ex- 
amination of the tax bills of 206 cities indicates, 
however, that less than one half of the cities present 
adequate information as to the distribution of the 
rates or levies according to function. 


administration of the general property tax. In a 

broad sense, it is not as vital a part of the admin- 
istrative procedure as proper determination of assessments 
and efficient collection practices. As the property tax is 
still the backbone of the revenue system of our local gov- 
ernments, however, it follows that the billing of taxes— 
as a necessary step between their assessment and collection 
—cannot be regarded as unimportant. 

The primary objective of tax billing is to give the tax- 
payer information concerning the amount of his tax, dis- 
counts, if any, for prompt payment, and the penalties that 
will be incurred in the event of non-payment by a specified 
date. Many jurisdictions have adopted the practice of sup- 
plying the taxpayer with certain fiscal data on the tax bill. 
The theory underlying this practice is that the taxpayer is 
entitled to know to whom and for what purposes he is 
asked to contribute. 


T= BILLING is merely one of several steps in the 


SCOPE OF THE STUDY 


This study is based on a survey of the tax bills of 
American municipalities. The survey was made for the 
purpose of ascertaining the information furnished the tax- 
payer either on the tax bill or at the time of billing.! The 


"Requests for copies of tax bills for 1939 or 1940 were sent to 
the 310 cities in the United States which had a population in ex- 
cess of _ in 1930. Bills of 206 cities were obtained and 
examined. 


The importance of the property tax in municipal 
and other local revenue systems and the need for 
increased citizen participation in government com- 
bine to attach greater importance to the informa- 
tional aspects of tax billing. The practices of many 
cities suggest that the inclusion of essential fiscal 
data on or with the tax bill is feasible. 


cities included in the survey number 206. They are lo- 
cated in 38 states and the District of Columbia. Because of 
the diversity of assessment procedures, among other fac- 
tors, a perfect cross-section of American municipal tax 
bills is doubtless impossible to obtain. It is believed, how- 
ever, that the bills of these 206 cities comprise a valid 
sample and that the practices indicated are generally 
typical of municipal tax billing. 


PRESENT PRACTICES IN SUPPLYING TAX INFORMATION 


In the analysis of these bills primary attention was di- 
rected to whether or not a distribution of the tax rate 
either by jurisdictions or by functions or both was included 
on the bill. In the absence of a tax rate distribution, alterna- 
tive methods of supplying comparable information were 
examined and evaluated. 


Jurisdictional Features 

The tax bills of 112 municipalities, or slightly more than 
half of all considered, were utilized in the collection of 
taxes for two or more overlapping jurisdictions. In some 
cases, the jurisdictions represented on the tax bill were 
simply the municipal corporation and an independent 
school district, while in other cases, state, county, city, and 
school taxes were billed jointly and collected by one 
agency. 

Of the 112 bills, 67 included a jurisdictional break- 
down of the tax rate; in 10 cases the amounts of tax 
allocable to the various jurisdictions were shown; and 27 
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tax-billing agencies used alternative methods of presenting 
similar information. A summary of the principal practices 
is presented in Table 1. It will be \oted that 89 agencies 
present a jurisdictional distribution of the tax rate or 
amounts either directly on the bill or on an enclosed state- 
ment. Thirteen reported that they made use of notices 
posted in public buildings. Two reported advertising the 
rates. The procedures of the remaining eight tax-billing 
agencies are not reported, although it is apparent that they 
do not include a jurisdictional breakdown on the tax bill. 


TABLE 1: JURISDICTIONAL BREAKDOWN OF TAX RATES 
AND TAX LeviEs, TAX BILLS OF 112 AMERICAN CITIES 


On Tax {Alternative 


Type of Information Bill Methods Total 
Breakdown of tax rate 67 
Breakdown of tax amounts 10 
Percentage distribution of tax levy 1 
Division of tax dollar 1 


79 
Number without information 











Total 
PERCENTAGE DISTRIBUTION 
Number | Per Cent 
Jurisdictional treatment on tax bill 79 70.5 
Jurisdictional treatment—alternative 
methods 25 22.3 
No jurisdictional treatment 8 TA 
Total 112 100.0 


The tax bill of Oshkosh, Wisconsin, provides an illus- 
tration of a jurisdictional breakdown of the tax levy and 
the tax rate. The bill, a portion of which is reproduced as 
Exhibit A, shows the state, county, city, and school tax 
levies and the corresponding rate breakdown per $100 of 
assessment. This rate breakdown gives the taxpayer definite 
information concerning the relative support he is required 
to give to the several divisions of government. 


Functional Features 


The results of the analysis of functional data are pre- 
sented in Table 2. This tabulation has definite limitations, 
because of the diversity of procedures. It was found neces- 
sary to place bills presenting a very elemental breakdown 
in the same category with bills offering a detailed distribu- 
tion of all major governmental functions. 

Table 2 shows that 87 of the 206 cities presented a 
functional treatment on the tax bill, 35 made use of alterna- 
tive methods, and 84 did not include any functional dis- 
tribution. In view of the fact that many of the bills 
presented rather meager data, it is probable that less than 
half of the cities studied provide reasonably adequate in- 
formation. 


ExHIBIT A: PORTION OF THE 1939 TAX BILL OF 
OsHKOSH, WISCONSIN 


1939 REAL ESTATE TAX BILL 
CITY OF OSHKOSH, WIS. 


HARVEY A. GALOW, TREASURER 
ROOM 4, CITY HALL 


HOURS FOR PAYING TAXES 8:30 A. M. THRU NOON HOUR TO. 
4:00 P.M. SATUROAYS 8:30 A. M. TO 12:00 NOON 


TAX LEVY 
STATE 26,465.84 


TOTAL 1,625,757.12 


IMPORTANT: GE SURE THIS IS THE PROPERTY YOU INTEND TO 
PAY TAXES ON. WHEN PAYING BY MAIL PLEASE SEND RETURN 
ADDRESS IF YOU DESIRE A RECEIPT. 


—— 
THI6 GTATEMENT MUST BE PRESENTEO WHEN PAYING TAXES 





The methods most frequently used involved either a 
breakdown of the tax rate or a listing of the major tax budget 
items. The former method was utilized by 69 cities. Of 
these, all but 11 presented a functional breakdown of the 
rate directly on the tax bill. The latter method was used 
by 38 cities, of which 24 printed either the tax budget or 
the major expenditure items on the tax bill. 


TABLE 2: FUNCTIONAL TREATMENT OF TAX RATE AND 
Tax Levy, Tax BILLS OF 206 AMERICAN CITIES 


Type of Information a Oe ta iy Total 
Functional Breakdown of Rate 58 11 69 
Functional Breakdown of Tax Levy: 

Budget 13 6 19 
Others 11 9 20 
“Tax Dollar’ 4 7 11 
Percentage Distribution of Funds 1 1 
Total 87 35 122 


PERCENTAGE DISTRIBUTION 


Number | Per Cent 





Functional treatment on tax bill 87 42.2 
Functional treatment—alternative 
methods 35 17.0 
No functional treatment 84 40.8 
Total 206 100.0 
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An excellent illustration of a functional treatment of the 
tax rate is found in the method employed by Kansas City, 
Kansas. On the reverse side of the tax bill is presented a 
breakdown of the tax rate by functions or purposes, not 
only for the city but for the school, county, and state 
jurisdictions as well. The reverse side of this bill is repro- 
duced as Exhibit B. 


ExHIBIT B: REVERSE SIDE OF THE 1939 Tax BILL OF 
KANSAS CiTy, KANSAS 


WYANDOTTE COUNTY, KANSAS 
KANSAS CITY, KANSAS 


1939 TAX ON $100 VALUATION 


0 
Soldiers’ Bonus .............. .073.  .208 
Del. General ———...... .0022 

















. Bonus “na 10022 .0044 
Total -2074 
COUNTY 
Gen’l na aR ons 
r | _ [SESERReE 
Social Welfare ~—— |30 
Roads. saacictaiticeveiiaies a 
| >> 
Farm Bureau ..... OE 
Judgment 2... eeerseeeee 004 
Bindweed EA 
) | 5845 
Interest aliniaiienaieniatesics 1181 
g ea ae eccaececn 2 
Rd. Prot. Bd. & Int.............. .0989 
‘o' 1.60 








Police Pensions .. 
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ALL TAXES ARE DUE NOVEMBER Ist. 


Unless first one-half is paid on or before December 20th, 
and second one-half of tax is paid on or before June 20th, 
interest as provided by law will be added. 


FRANK MANNING, 
November 1st, 1939. Treasurer, Wyandotte County, Kansas, 


Thirty-nine of the cities surveyed follow the practice of 
presenting budgetary information on the tax bill or a 
statement enclosed with the bill. The City of Hagerstown, 
Maryland, presents budget data on the reverse side of its 
tax bill. This city’s 1939 tax bill shows the budget require- 


ments for the main governmental functions, as well as the 
estimated tax and non-tax revenues. The New York City 
1940 tax bill presents an appropriation and tax summary, 
which includes a very informative comparison of the 1938 
budget, the budget for the first six months of 1939 and 
the budget for the fiscal year 1940. 

The third popular practice in showing a functional dis- 
tribution of the tax levy is that of the “tax dollar,” 
whereby proportionate parts of the tax dollar are allo- 
cated to the various functions of government. The 1940 
tax bill of York, Pennsylvania, is an interesting illustra- 
tion of such a practice. On the reverse side of the bill, 
which is reproduced as Exhibit C, a bar chart is presented, 
showing the portion of the 1939 tax dollar required for 
each of 21 purposes of expenditure. 

Thirty-five tax-billing agencies used alternative methods 
in presenting comparable information to the taxpayer. 
Generally, a statement or letter was enclosed with the tax 
bill. Frequently the finances and the public services of the 
municipal corporation were reviewed in great detail. The 
City of Binghamton, New York, illustrates this practice. 
Enclosed with the tax bill is a rather succinct ‘‘tax dollar’ 
analysis of the net budget, showing a breakdown of both 
the tax dollar and the tax rate per $1,000 of assessed 
valuation. As in the case of the York tax bill, a bar chart 
is utilized effectively to show the functional distribution 
of the tax rate. 

The alternative methods are diverse. Four cities showed 
a functional distribution of the tax rate on posted notices. 


ExHIBIT C: REVERSE SIDE OF THE 1940 Tax BILL OF 
YORK, PENNSYLVANIA 
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HOW THE 1939 TAX DOLLAR WAS SPENT — YORK, PA-$LOO 
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EXHIBIT D: REVERSE SIDE OF THE 1939 TAx BILL OF MUSKEGON, MICHIGAN 
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%* (TEMS COMPOSING THE FIFTEEN MILL TAX. 


Two cities reported the use of a tax dollar pamphlet 
“widely distributed.’’ One southern city reported mailing 
information regarding the distribution of the tax rate to 
railroads and other large corporations, and to other tax- 
payers only on request. The general practice is to enclose 
with the tax bill a letter or statement from the city gov- 
ernment, which enclosure often includes detailed bud- 
getary information. 

Considering both the direct presentation of information 
on the tax bill and the use of alternative methods, one 
finds that many American cities fail to give reasonably ade- 
quate functional data to the taxpayer. Two fifths of the 
cities surveyed did not include any treatment of the tax 
rate or tax levy on a functional basis. Of the remaining 
cities, many present only very meager information, the 
breakdown being of the simplest kind. 


Combined Jurisdictional and Functional Features 


A number of the tax bills examined included informa- 
tion in regard to both jurisdictions and functions. The 
form of bill used by Muskegon, Michigan, is an illustra- 
tion. In this city the city treasurer acts as the collecting 
agency for county, city, and school taxes. The tax is dis- 
tributed by amounts to the several units, with an added 
division of the city and school taxes into the amounts al- 
locable for general purposes and debt service. On the 
reverse side of the tax bill more detailed information is 
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presented as to the tax rate and the tax dollar and a func- 
tional breakdown of city operating costs, as may be seen 
in Exhibit D. The presentation of the tax amounts com- 
bined with the supplementary functional data seems a 
highly effective way of presenting information to the tax- 


payer. 
SOME OBSERVATIONS 


A question naturally arises as to whether presentation 
on the tax bill is superior to other methods. Many of the 
alternative methods are very effective in describing the 
financial picture of a city. Yet it would seem that greatest 
effectiveness can be achieved when the information is 
presented directly to the taxpayer on his tax bill. 

The several bills reproduced in this article illustrate 
the feasibility of showing the distribution of tax rates or 
levies as to taxing jurisdictions and as to functions. Such 
presentation illustrates the definite link between govern- 
mental costs and revenues. The average taxpayer has neither 
the time nor the ability to examine the detailed financial re- 
ports that are published or are otherwise made available by 
the jurisdictions which he helps to support. For these 
reasons, among others, the practice of furnishing certain 
basic data on or with the tax bill is commendable. 

JosEPH E. MCLEAN 
Research Division 
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